Direct Testimony of Leslie Hendrix
In Re: Leslie and Mark Hendrix, Complainant / Petitioner V. =2 -

Utilities Services of South Carolina, Defendant / Respondenf o T
Docket No. 2009-102-W R P

My name is Leslie Hendrix. I own a home and live at 125 Dutch Point Road, Chapm SC T
29036. My residence is located in the Dutchman Shores subdivision. I am a consumer: of 5
Utilities Services of South Carolina (USSC) for water. USSC purchases water for ~ ¢5 .y -
distribution in my subdivision from the City of Columbia. e

['am dissatisfied with USSC and have filed complaints through the SC Office of
Regulatory Staff (Staff) and the SC Public Service Commission (PSC) to seek relief for
my complaints. In this document I will provide my direct testimony relating to these
complaints in Docket No. 2009-102-W.

Pass-through Mechanism
[ do not believe that the pass-through billing mechanism is being employed in a manner
consistent with the intentions of, nor with orders of, the PSC. USSC’s current tariffs do
not itemize and define supply charges for purchased water. Instead, in Order No. 2006-
22, Exhibit E, of Exhibit 1, a Settlement Agreement was “incorporated into and made
part of “ the order. This settlement agreement included testimony by Dawn Hipp. Dawn
Hipp, with Office of Regulatory Staff, included Exhibit DMH-8 with her settlement
agreement testimony in Docket No. 2005-217-WS, which demonstrates the effect of the
pass through on USSC consumers. Please, see the following excerpt from Ms. Hipp’s
testimony below taken from http://dms.psc.sc.gov/pdf/matters/E67F4AA4-EBBE-89F A~
9E28A3D1CCF80B09.pdf page on the Commission’s docketing website.

.  WHAT WOQULD BE THE COST IMPACT OF THE PASS-THROLUGH ON
CUSTOMERS IN THESE PORTIONS OF THE USSC'S WATER
SERVICE AREA?

A The cost impael would vary depending upon the srea in which a customer is

Incated a5 Exhilit TPWH-R reflects. The varianee arises from the face that USSC

curently receives haolk water service from eight different bulk water providees

which lave differing bulk rates and charges. At the request of ORS, USSC has

agrzed w provide additional notice to the customers in the cighteen subdivisicns

where the pass-through would apply.



WHAT 18 THE ONE MODIFICATION TO USSC'S PROPOSED PASS-
THROUGH I’ROV(SEO& THAT ORS PROPQSES BE ADOPTED?

ORS proposcs that USSC’s right to pass-through bulk charges in amounts above
and beyond those reflected in Exhibit DMH-8 be conditioned upon USSC's
compliance with the procedure established by the Commission for Kiawah Island
Uility, Inc. in Order Numbers 2002-285 and 2002-517 in Docket Number 200(-
164, Under that procedure, USSC will be required to give the Commission thirty
days notice of its intent to increasce the amount of pass-through rates beyond those
which may be approved in this proceeding and to provide the Commission with
justification for any such increase. In the event that the amount of increase in the
pass-through rate is approved by the Commission, USSC will then be required to
give customers an additional thirty days notice before the increase in the pass-
throogh amount may be put into effect.  ORS believes that this modification is in

the public interest for several reasons. First, it fairly addresses the unique

Also, please see the information below taken from the above referenced Exhibit DMH-8
at the same web address. '
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You can see that in my subdivision, Dutchman Shores, USSC claimed that we were
supposed to only see a supply charge of $2.89 per 1000 gallons after the implementation
of the pass through mechanism. (Yet my invoices have consistently shown charges much
higher than that. I have attached these invoices as Exhibit A, and they show that supply

charges have fluctuated to as much as over $5 per thousand gallons!) ~ All of this

testimony was included with the Settlement Agreement which the Commission adopted
in its order 2006-22. This order also mandates that USSC provide 30 days notice to the



Commission and 30 days notice to consumers for any price increases in the passed
through charges. The required notice to has never happened. These charges are called
“Supply” charges on consumer invoices. My supply charges have fluctuated consistently
and remain higher than the actual charges that USSC is being billed by City of Columbia.
[ have requested through Staff, as well as through my complaints and responses in
Docket No. 2009-39-W that USSC provide evidence that it is passing through charges
without markup and USSC has failed to provide any such documentation. USSC
provided a spreadsheet to the ORS, and in turn with me, accounting for water loss and [
used this spreadsheet, along with City of Columbia billing to audit the overall pass
through charges to Dutchman Shores subdivision. These spreadsheets are attached as
Exhibit B. You can see that USSC is collecting more than it is being billed by City of
Columbia for supplied water. Moreover, USSC has consistently brushed aside
opportunities to defend these numbers throughout this Docket No. 2009-39-W.,

It is my belief that the PSC has jurisdiction to reverse the pass through mechanism, or
alternatively, to establish fair and published tariffs for distribution only water consumers
of USSC. T ask the PSC for relief in this regard.

Water Pressure
At Lisa Lochbaum’s insistence, and the filing of the action in Docket No. 2009-39-W,
USSC seems to have remedied the water pressure issue. Water pressure is now 50 PSI,
instead of the roughly 150 PSI it was when I brought this action. My water consumption
now seems to be within normal limits for a 5 person home. However, I feel USSC has at
least partial responsibility for the broken main line into my house, as well as the leaks in
my copper pipes (under my house) that were repaired at the same time a pressure
reducing valve was installed at my property.

Reimbursement
[ feel that USSC should share in the responsibility for my broken / leaky pipes that were
caused by extremely high water pressure at my residence (130 psi), dating back to at least
several years ago until the high water pressure problem has recently been apparently
remedied in 2009. I feel this is reasonable for at least two reasons: USSC will not be
incented to monitor water pressure if they bear no responsibility for damages caused by
high water pressure and monitoring water pressure should certainly not be the
responsibility of the homeowner.

Additionally I am asking that the pass through mechanism be reversed or changed to
reflect a published, reasonable rate for water supply. I am asking that the PSC ruling be
retroactive through the pass through mechanism inception. This should naturally incur a
. credit for me as well as many other distribution-only USSC customers.

Timely Billing
Timely billing remains an issue. Billing is consistently months and months behind.
Please see Exhibit A for evidence of this. I understand that USSC has had challenges
following its billing system conversion, however this has gone on way longer than a



reasonable conversion period. This billing delay puts consumers in a bad situation with
undetected leaks and USSC, as well as all utilities, are required to provide timely billing
for consumers.

Equitable Billing within Dutchman Shores

The current billing practices utilized by USSC result in different rates for different
residents in Dutchman Shores. As demonstrated in previous posts (my original complaint
and amendment on the PSC system), Dutchman Shores residents are paying different
rates from each other. Whether on different billing cycles or the same, customers are still
paying different rates. The argument on behalf of USSC claiming that those Dutchman
Shores residents having different rates is a result of them having different consumption is
not a valid reason — one would assume that we should all have the same rate per 1,000
gallons as each other.

Equitable Billing within our Surrounding Areas

The City of Columbia customers (outside the city limits) and also the City of Chapin
water customers are paying less than half the Dutchman Shores residents’ rates as and
end user price. 1 like using the end user price for water as comparison, since this is the
only way to get a feel for who is paying more. In my previous testimony (posts to PSC
system), I used the calculation that takes the total water bill to the customer and divides
this by the consumption for an apples to apples comparison of water bills. Dutchamn
Shores residents are paying more than two times our neighbors directly outside our
subdivision. I would like PSC to assure end user rates that make Dutchman Shores rates
more comparable to neighboring communities’ rates.

Reporting
See attached Exhibit B which is a spreadsheet that USSC provided to Staff reporting
water loss. USSC reports an average water loss of 6.59%. I have several concerns
relating to the validity of this report:

e This total includes 4 months with negative water loss, 2 of which are excessively
negative. During the 2 months with excessively negative water loss, September
and October 2008, Dutchman Shores residents were actually billed the highest
supply charges per 1000 gallons that we have seen ($4.72 per 1000 and $5.01 per
1000 respectively). USSC did not provide copies of City of Columbia billing for
these 2 months, but simple math demonstrates that something is way off with the
water loss versus the supply charge billed to consumers. Staff asserts that our
supply charge is catculated by dividing the City of Columbia bill by gallons
consumed in individual meters, so our supply charge per 1000 gallons should be
a fraction of what was actually billed by City of Columbia during these months
City of Columbia bills and a summary spreadsheet are attached as Exhibit I.

e All other documentation requested of USSC by Staff was provided by USSC
from September 2007 through August 2008. It appears as though USSC added



two additional months of reporting on the water loss report to defray the
appearance of extreme water loss. I added an additional calculation below the
USSC tallies on this report to demonstrate that water loss was actually 13.23%
during the year in question. Adding the two additional months makes it appear as
though USSC is attempting to hide water loss, and it also adds questions about
extremely negative water loss.

* System flushing is reported as accounted water, but I question how system
flushing could be exactly 40,000 gallons each time. It would seem logical that
the master meter is read, then flushing occurs, then master would be read again to
record exact consumption. USSC has asserted that their operators have years of
experience and somehow know how much they are flushing. This is absurd and
flushed water should be metered. USSC may be more interested in conserving
and accurately reporting if it is longer allowed to pass through these charges
without Commission oversight.

* A76,091 gallon adjustment is reported for March 2008, USSC explained to Staff
that this adjustment was for a leak at 103 Harding St. in Dutchman Shores and a
misread meter at 132 Harding St. The resident at 103 Harding St. reports that she
has never seen a credit for this water leak. We are not sure how a non-credited
leak and misread meter can be counted in accounted water lost. None of this
water was lost. In the case of 103 Harding St. the water was paid for and in the
case of 132 Harding St the next month’s meter read should have naturally caught
this reading up.

I ask that the Commission order USSC to justify the numbers reported by them on water
loss and reimburse Dutchman Shores residents for over-charging in pass-through supply
charge. This may be taken care of dependant on the Commission ruling other requests in
this action.

Scrutinize Cost Basis
USSC is owned by Utilities, Inc. Utilities, Inc owns five water companies in SC, and
many more besides. All five SC water companies are served out of the same office
located at 110 Queen Parkway, West Columbia, SC. The same agents answer calls for all
five companies and we suspect that common employees share other Cross-company
functions as well. Additionally, all billing is sent from corporate headquarters in IL, so [
suspect that other cross-company functions are sourced from the corporate headquarters
as well. In light of these companies being so closely intertwined we wonder if USSC
used a more than appropriate portion of employee labor costs for justification in the
USSC rate cases. My speculation was further promulgated by the fact that USSC asked
for another distribution rate increase in the 2007-286-WS docket. There is absolutely no
reason why USSC should have incurred higher costs to provide meter reading, billing,
customer service agents, and collection to us. USSC does not supply water to us
distribution-only customers and, in fact, passes 100% of its variable supply costs through
to us currently. I would like to be provided detailed financials outlining the allocation of
costs incurred in distribution-only service to us and Utilities, Inc other water companies.



USSC asserts that it is not capturing 100% shared employee labor and infrastructure costs
in each of its South Carolina utilities rate cases. USSC also asserts that it does not retain
records of how the costs within USSC were allocated for ratemaking purposes for
distribution only consumers versus full service water and/or sewer customers. This is
absurd and highly unlikely. USSC has failed to provide any documentation justifying
distribution-only customer distribution charges. I believe the PSC should order USSC to
justify the distribution-only rate or alternatively the PSC could impute a fair distribution
rate if USSC does not choose to furnish evidence supporting its distribution rate.
Additionally, now and in future ratemaking, [ would ask that the ORS and Commission
check to establish that cross-company, and cross-customer type costs are scrutinized for
appropriate rate-making.

Conclusion
This concludes my testimony.

Leslie and Mark Hendrix
June 22, 2009
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